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Introduction
Considering demographic change in Western European countries it is rather important to understand migration flows. Until now 70 million inhabitants in Europe have migrated internationally at least once (UC Davis (2010) ). In order to evaluate the economic impact of migration for sending and receiving regions it is necessary to recognize the selection processes driving in-and outmigration. In particular understanding remigration is crucial to design and evaluate cohort related politics in the host countries concerned.
The thriving literature on this subject refers conceptually to the seminal paper by Borjas and Bratsberg (1996) . Their model explicitly takes reversible migration into account. The authors describe the individual remigration decision primarily as a function of individual skills. They argue that the rate of return to skills in the source country relative to that in the host country determines the nature of selection. If the return to skills are relatively low (high) in the source country well (poorly) educated people will be prone to migrate to the host country. Selection in immigration is accentuated by complementary selection in outmigration. "The immigrants who remain in the host country are 'the best of the best' if there is positive selection, and the 'worst of the worst' if there is negative selection" (Borjas and Bratsberg (1996) ).
The empirical literature referring to Borjas' and Bratsberg's (1996) theory concentrates on the analysis of remigration. Although there is a vast literature the empirical evidence on that issue remains nebulous and even the existence of the effect of skills on remigration is questionable thus far (Constant and Massey (2003) ). On the one hand, using macro-level data of the United States Borjas and Bratsberg (1996) find supportive as well as contrary evidence for their model stated. On the other hand, there are many micro-level studies finding no significant effect of skills on return migration (Reagan and Olson (2000) , Constant and Massey (2002) , Constant and Massey (2003) , Dustmann (2003) , Kirdar (2009) ). 1 An excellent synopsis of the literature on return migration can be found in Constant and Massey (2003) .
Our inquiry is to shed light on the impact of skills on remigration flows by using German micro-level data. For this undertaking it is useful to distinguish a weak and a strong deduction from the seminal Borjas and Bratsberg (1996) model. The weak one states that the kind of the underlying selection process (positive or negative selection) determines the effect of skills on the remigration decision and, thus, is countryspecific. The strong one additionally states the direction of that effect to be positive in the case of negative selection and negative in the case of positive selection.
We contribute to the existing literature in several aspects. Some of them exemplified below may explain the conflicting results of the aforementioned studies. Firstly, testing empirically more powerful hypotheses usually goes along with tougher data requirements. In the case of Borjas' and Bratsberg's -3 -theory (1996) ( and depending on the level of aggregation) the measurement of country specific outmigration rates, the return to skills ratios between host and source countries over time, and the amount of transferable skills is especially challenging. By separating the theoretical insights of Borjas and Bratsberg (1996) in a weak and a strong hypothesis we clarify the empirical content of the theoretical statements under consideration and thus are able to test each of them with just the data requirements necessary. Secondly, our econometric analysis explicitly allows for endogeneity of host country specific capital as argued by DaVanzo (1983) and Dustmann (1996) . We provide an in-depth discussion on that issue and estimate a so-called type II model which describes the return migration as a function of the actual amount of the country specific capital instead of the latent propensity to accumulate it. Finally, in order to ensure the robustness of our results and the comparability with previous studies we perform an extensive sensitivity analysis. We not only incorporate the most relevant formulation of the Borjas and Bratsberg (1996) model in previous research, but also use different kinds of endogenous variables discussed in the literature. In the course of this analysis we revisit the conflicting previous results and shed some light on their occurrence.
Based on the German Socio-Economic Panel (GSOEP) we find strong and robust evidence for the weak hypothesis of Borjas and Bratsberg (1996) formulated above. Additionally there is some evidence for the strong hypothesis as well. Moreover, most of the other factors supposed to determine return migration are in line with previous literature. Our results indicate that endogeneity has to be taken into account in order to avoid misspecification error if one relies on return intentions. Lastly, the sensitivity analysis performed in this study suggests that, according to Borjas and Bratsberg (1996) , the theoretically unexpected insignificance of education on return migration is due to the common formulation of Borjas' and Bratsberg's (1996) model in the literature and should not be interpreted as an empirical falsification of their theory. This paper is organized as follows. In the next section we describe our empirical implementation of the theory by Borjas and Bratsberg (1996) and address data measurement issues for both stages of our two stage approach in general. In the third section we present the data used in our study. Econometric issues are discussed in the fourth section of the paper. In section five the results are given and their sensitivity to alternative specifications is considered. A final section concludes.
Empirical Implementation
As mentioned above, to assess the impact of skills on the individual return migration decision we refer to Borjas and Bratsberg (1996) and distinguish a weak and a strong hypothesis. In their seminal paper they model the individual remigration probability and state that there is a selection process on skills, this process is country-specific, and the type of selection depends on the ratio of the return to skills between the source and the host country. To test the entire empirical proposition of this theory we need information about the ratio of return to skills for all source countries. These measures commonly suffer from substantial error. To avoid this potential error it seems useful to reduce the empirical content of the hypothesis tested. We therefore define the weak hypothesis to be:
The effect of skills on the return migration decision does vary over source countries.
-4 -This so-called weak hypothesis is nested in the strong one which additionally states the type of the selection under consideration. We therefore define:
(H2) If the return to skills in the source country are greater (smaller) than those in Germany the effect of skills on the return migration decision is positive (negative).
By using micro-level data we model the individual return migration decision (return ) i as follows. We observe 1, ,   iN individuals from 1, , jJ   source countries. According to Borjas' and Bratsberg's (1996) model Equation (1a) depicts the weak hypothesis and the more restrictive Equation (1b) the strong one, respectively. Borjas and Bratsberg (1996) is captured by the interaction terms involving individual skills (skills ) i .
The interaction term between skills and country-specific dummy variables ( skills ) ji D  in Equation (1a) formalizes the weak hypothesis and thus allows for country-specific skill effects. If the weak hypothesis (H1) by Borjas and Bratsberg is true 2 we will observe differences between the scalar parameter W  which is the skill effect for the base group, and the ones for individuals from other countries. The differences are measured by the parameters , Wj  . The joint test for all , Wj  can be interpreted as testing the weak hypothesis (H1), where the null hypothesis is that it does not hold.
The empirically more ambitious strong hypothesis (H2) is tested in Equation (1b) where the variable T reflects the idea of different types of selection mechanism. T can be designed in multiple ways. For the time being let T separate source countries into two groups, distinguishing the countries with greater return to skills   1 T  from the ones with smaller return to skills   0 T  relative to Germany. Another, more ambitious, way to think about T is to assume that it measures the standardized difference between the return to skills in the host country  and, hence, is distributed around zero. In this case by interacting skills and T we implicitly assume a linear relationship between the impact of skills on remigration and T. According to Borjas and Bratsberg (1996) in either case we expect to find a positively signed scalar parameter S  . In what follows we use both concepts of T.
2 It also is necessary that the host countries differ over the sample with respect to their return to skills.
-5 -All other possible source country specific selection processes are captured by the source country characteristics ( j S ) and the level shift parameters j  .
To account for individual specific variables determining the return migration decision we include sociodemographic characteristics of two kinds in both equations. In line with the existing literature we choose a set of exogenous variables   i I . Furthermore, we include variables measuring locally tied capital   i C in the model. These location specific assets can hardly be utilized after remigration and their liquidation induces high transaction cost. That is why we generally expect negative effects of host country specific capital on the return migration decision. At this point the problem of endogeneity arises. In general, we follow the reasoning in DaVanzo (1983) and Dustmann (1996) who conjecture that host country specific capital   i C is determined simultaneously with the individual return migration decisions, but there is one important distinction.
For reasoning simultaneity DaVanzo (1983) and Dustmann (1996) implicitly have to rely on the concept of proneness to accumulate such location specific capital. We, on the contrary, assume that the proneness to accumulate this kind of capital does not determine the outmigration decision, for the proneness is not region specific. For example, it is not the proneness to own a house that determines the return migration decision it is the fact that an individual owns a house or not. Hence, the intended return of individual i in period t is influenced only by the amount of social capital in period t. Although the proneness is correlated with that amount it alone does not affect anyone's remigration decision. In contrast to the amount, the proneness is mobile. To sum up, the proneness to remigrate in period t-1 affects the proneness to accumulate location specific capital in period t as well as the proneness to remigrate in period t. So, we decide to model endogeneity rather than simultaneity. The corresponding estimation technique is a type II model which allows us to include endogenous dummy regressors rather than their reduced form predictions. A detailed discussion on this topic can be found in the section Econometric Issues.
Operationalizing the Variables
Our empirical analysis is based on a nationally representative data set for Germany, the German Socioeconomic Panel (GSOEP) 3 . It includes many relevant socio-economic variables and also oversamples immigrants, thus providing a large sample. The existing literature takes advantage of those features since a vast majority is based on GSOEP data. This fact also ensures the comparability of our results.
Measuring the endogenous variable, namely the return migration decision, is a well discussed issue in the existing literature. One strand of the existing empirical studies approximates the individual return migration decision modeled by Borjas and Bratsberg (1996) using the intended returns (Dustmann (1996) , Steiner and Velling (1994) ). Another strand argues that this approach can be improved by using the actual return moves (Constant and Massey (2003) ). Employing the return intention is theoretically more appealing because human behavior is guided by this ontologically subjective category. The advantage of the latter concept is that solely actual return migration is relevant to politics. Yet, there are several shortcomings of the actual return concept. Since it is necessary to follow the same individuals for numerous years in order to figure out whether they return or not, panel attrition becomes a problem. Moreover one needs to assume that the ratio of return to skills and other country-specific characteristics remain unaltered (for a detailed discussion of this problem see Barrett and Trace (1998) ). Since the GSOEP provides both measures we ensure comparability to central aforementioned studies and underpin the political relevance of our analysis by using both concepts. 4 Therefore, we do not use the latest GSOEP wave providing intended returns and rely on the 2000 survey instead. 5
The following question measures return intentions.
Do you want to stay in Germany forever? [GSOEP Code qp133]

(yes/no)
We generate a dummy variable indicating individuals that answer no. The actual returns are generated as follows. In the GSOEP the reason for individual non-response is documented. We follow previous research and generate a dummy variable indicating a realized return within the time span from 2001 to 2007 using the non-response item moved abroad. Due to panel attrition the problem of sample selection arises as pointed out by Constant and Massey (2003) . We address this problem below.
Another crucial issue for testing the hypotheses stated above is to measure the skills driving the selection process. Borjas' and Bratsberg's (1996) theoretical model refers to transferable skills only. Nontransferable skills get lost when migrating and, hence, have to be considered as migration costs. 6 In line with the existing literature we assume that formal education is transferable and neglect transferable skills beyond formal education. Thus, we measure skills as years of education.
-7 -As depicted in Equation (1a) testing the weak hypothesis relies on interactions between source country dummy variables and individual skills. We construct a total of thirteen source country dummies. 7 For testing the strong hypothesis provided in Equation (1b) we implement further constraints by imputing information about the type of the selection process. As mentioned above there are two ways to construct T for our undertaking. In both cases we have to proxy the ratio of return to skills between the source country and Germany. Ideally one could measure the return to transferable skills by the return to schooling as suggested by Rooth and Sareela (2007) . Yet, besides that these data are hardly available for all source countries and the year 2000, a full set of restrictive assumptions is required just for measuring return to schooling (a brief discussion can be found in Björklund and Kjellström (2002) ). That is why, we follow Borjas and Bratsberg (1996) 8 by making use of income inequality, concretely the Gini index, instead. 9 We generate a nominally scaled T indicating countries with higher return to skills than Germany and a metrically scaled T assumed to measure the standardized difference between the return to skills in the source country and Germany as defined in section 2.
Moreover, we take advantage of the existing literature that provides an elaborate pool of covariates. Starting with the endogenous location specific capital we control for own house and German citizenship. The variables are obtained as follows. (1a) and (1b). Finally, we enhance our micro level data by source country specific variables   j S . As suggested by Borjas and Bratsberg (1996) we augment the equations explaining the return migration decision by geographical distance to the source country, a 7 All source country dummies consist of at least ten observations with at least one actual or intended return migrant. Since the number of missing observations varies with the endogenous variable used we make use different country dummies for each endogenous variable. 8 Borjas and Bratsberg (1996) use the ratio of income accruing to the top 10% of the households to the income accruing to the bottom 20% of households to account for the ratio of return to skills between the host and the source country. -8 -proxy for political stability, and GDP per capita. 10 Table 1 presents the definition and the summary statistics of all variables used in this inquiry.
Following Borjas and Bratsberg (1996) we restrict our sample by excluding all women from the sample to avoid the implicit assumption that the return migration process is the same for both sexes. Furthermore, we restrict our sample to all male immigrants of working age by our means between 18 and 65 years of age and not serving their community service or military service. 10 We use the geographical distance from the source country's capital to Berlin, Germany. In addition, we proxy political stability using the sum of the political rights and the civil liberty indexes provided by the Freedom House Organization. We accessed the data from: http://www.freedomhouse.org/template.cfm?page=439, 11 th September 2009. We obtain the real GDP per capita relative to the US from Heston, Summers and Aten (2009) . For aggregated political entities like Benelux and Ex-Yugoslavia we calculate the population weighted average GDP/Capita, distance, and political stability proxy respectively. Furthermore, since realized returns refer to the time span from 2000 to 2007 we use the average value of all time varying source country specific variables denoted b) in Table 1 The summary statistics given above are based on the set union of all observations used in at least one of the estimated models presented in this paper. In order to save space the constant and dummy variables capturing missing values of remittances, years since migration, language proficiency, source country specific variables, and the self reported feelings on Germany are not reported (available upon request).
Econometric Issues
Since ownership and German citizenship are supposed to be endogenous variables, we specify a three equation model that allows for endogeneity. All endogenous variables are binary. Thus, linear regression equations for these variables are not appropriate. As usual we define the binary variables as indicators for a latent tendency and explain the latent tendencies via linear regression equations. To be more precise, let 1 y , 2 y , and 3 y be the dummy indicators for (intended or realized) return, ownership, and 
We partly use different exogenous variables in the three equations in order to strengthen the identification of the system (3).
-11 -In multiple equation models with endogenous binary variables either the endogenous binary variables themselves or the latent tendencies can be used as regressors (type II versus type I modeling, see Blundell and Smith (1993) for an overview). As discussed above, we argue that individual return migration decisions are rather determined by the existence of host country specific capital than the mere proneness to accumulate it. Therefore, a so-called type II specification with the actually observed binary variables on the right hand side is appropriate. Furthermore, since economic theory suggests a recursive model structure, as discussed above, the problem of logical inconsistency common to some type II specifications does not arise (see Wilde (2001) for a more detailed discussion of logical consistency and its implications for the model structure).
In model (3) endogeneity is equivalent to a non-zero correlation between the disturbances of the three equations. We will test this with a likelihood ratio test to clarify whether endogeneity is a statistically significant problem or not. Furthermore, we make use of the standard assumptions for the vector u i = (u 1i , u 2i , u 3i )' of disturbances given the vector x i of all exogenous variables, i.e. 
The assumption of uncorrelated vectors of disturbances of different individuals is not restrictive because we estimate a cross-section of our data set.
It is well known that the Maximum Likelihood Estimator (MLE) is asymptotically efficient. Since we use a large data set, we can make use of this efficiency. However, optimizing a (log)likelihood function based on a trivariate normal distribution is still computationally burdensome. Therefore, we use the Maximum Simulated Likelihood Estimator (MSLE), where the unknown probabilities are replaced by the mean of R simulated probabilities. If N, R   and NR  0, the MSLE is asymptotically equivalent to the MLE. 11 Different methods for the simulation have been proposed in the literature. The most accurate one seems to be the GHK simulator (Greene (2008) ), which we use. A crucial point is choosing R. Although Börsch-Supan and Hajivassiliou (1993) found in the simulation studies of their seminal paper that even R = 20 leads to a negligible bias, we need a higher R to get stable results. Additionally, a higher R involves higher efficiency. We choose R = 10000.
Concerning the realized returns panel attrition may be an issue. This is usually dealt with by using multinomial models (e.g. Constant and Massey (2003) ). However, until now a combination of type II models and multinomial models does not exist. Therefore we estimate both types of models for the realized returns.
-12 -
Results and Sensitivity Analysis
We estimate the models specified in Equation (1a) and (1b) allowing for endogeneity as discussed in section 2 and 4. 12 We perform a number of Wald-Tests, given at the bottom of Table 2 , indicating the high statistical relevance of all specifications considered in this study. Generally our results show that the occurrence of the problem of endogeneity depends on the dependent variable used. Endogeneity only becomes an issue if we make use of return intentions on the left hand side as can be seen from the Wald-Tests at the bottom of Table 2 referring to the Null-Hypothesis of no correlation between the residuals of different equations in system (3). 13 The same Wald-Tests performed with actual returns on the left hand side of the system (3) never resulted in a p-value below 0.2769. 14 This could reflect the notably theoretical difference between both measurement concepts. Since it refers to the following years, actual remigration is less determined by factors related to the amount of country specific capital in period t not controlled for in the model than the return intention in this period. Therefore, considering realized returns, estimating an ordinary multinomial logit model is superior. In what follows regarding realized returns we refer to the results of a multinomial logit model whereas the results regarding intended returns stem from the recursive three equation type II probit model discussed in chapter 4. 15
To begin with we refer to the first four columns of Table 2 where we test the weak and the strong hypothesis by Borjas and Bratsberg (1996) using intended returns as well as the actual return decision. At first let us turn to the weak hypothesis stated above and formalized in Equation (1a).
The weak hypothesis
As pointed out in section 2 the weak hypothesis by Borjas and Bratsberg (1996) states that the effect of skills on return migration is determined by the type of selection process at hand and therefore is country specific. The parameter estimates for the weak hypothesis (H1) formalized in Equation (1a) for both endogeneous variables and estimation techniques are given in the first two columns of Table 2 . In order to test this hypothesis we conduct a Likelihood-Ratio Test which tests the Null Hypothesis of no differences in skill effects between source countries. That is, all parameters , Wj  equal zero. We can reject the Null for intended returns and actual returns with p-values of 0.0016 and 0.0000, respectively. These results strongly support the weak Borjas and Bratsberg (1996) hypothesis.
process at hand for both endogenous variables considered in our inquiry. Since both concepts of T show the same results we focus on the results for the more ambitious metrically one. The parameter estimates for the strong hypothesis are presented in the third and fourth column of Table 2 . According to Borjas' and Bratsberg's (1996) theory we expect to find a positively signed parameter for the interaction of skills and T. For realized returns the results show the expected sign. Hence, the higher the return to skills in the source country relative to Germany the larger is the impact of skills on remigration. In the case of negative selection higher education fosters outmigration whereas in the case of positive selection higher educated individuals are discouraged to remigrate. This finding is significant at the five percent level.
Concerning the intended returns no significance can be shown.
Control Variables
Regarding the control variables our findings are in line with previous literature and as theoretically expected. Especially the estimated effects of individual investment in host country attached capital on return intentions are significantly negative. The insignificance of locally tied capital on realized returns seems to reflect the fact that during a period of seven years the mobility discouraging effect of that investment is weakened. Nonetheless the sign is as expected.
One result deserves closer attention. According to Borjas and Bratsberg (1996) we expect to find a negative impact of the distance to the immigrant's home country. To the contrary we find a positive effect of distance on return intentions. We suggest a broader approach to think about geographical distance. Besides the cost of moving the geographical distance may reflect the cultural distance and, hence, may capture the unobserved cost of living in a culturally more distinct society. In the long run, associated with the realized return measure, both costs seem to outweigh each other resulting in no significant effect. In the short run, instead, a kind of homesickness may be more relevant causing the significant positive effect.
Comparison with previous research and robustness check
In this subsection of our paper we discuss the sensitivity of our results with respect to different model specifications and relate them to previous literature. First of all, the empirical evidence in favor of the weak hypothesis stated above proves to be robust regarding the different endogenous variables used. For the strong hypothesis the empirical evidence depends on the endogenous variable considered. Nonetheless we find some evidence supporting the strong hypothesis by Borjas and Bratsberg (1996) . In general, our main findings remain stable across different endogenous variables and estimation techniques. 16
As mentioned above using different estimation methods as well as endogenous variables many aforementioned micro-level studies do not find a significant effect of skills on remigration. This seems to contradict the importance attached by Borjas and Bratsberg (1996) to the impact of skills on outmigration. In order to shed some light on this issue we reestimate our models specifying the effect of -14 -skills on remigration in the way commonly done in previous literature. As can be seen in the fifth and the sixth column of Table 2 the insignificance of education seems to be induced by this restrictive way in which the impact of skills is commonly formalized. Since the impact of skills depends on the type of selection process at hand we do not observe an overall skill effect on outmigration. 
Conclusion
More than ten years after the seminal paper by Borjas and Bratsberg (1996) modeling the impact of skills on remigration the empirical evidence on that theory is still mixed. This paper sheds light on that issue. We deduct two hypotheses from Borjas and Bratsberg (1996) theory, a weak one and a strong one. The weak hypothesis states that the skill effect on remigration is country specific whereas the strong hypothesis additionally argues that the impact of skills on remigration depends on the ratio of return to skills in the source country relative to the host country. Using the GSOEP supplemented with several context variables we test the hypotheses by Borjas and Bratsberg (1996) separately while allowing for endogeneity of host country specific capital. To our knowledge this is the first study formalizing and testing the hypotheses stated by Borjas and Bratsberg (1996) in this direct way using micro-level data.
In general, our findings give strong support for the theory by Borjas and Bratsberg (1996) . Our main results prove to be robust to the different endogenous variables and estimation techniques employed. Yet, on closer inspection our inquiry also shows the remarkable differences resulting from the quite distinct theoretical measurement concepts connected with intended and realized returns. For example, the problem of endogeneity, the impact of distance between the host and source country, the effects of host country specific capital as well as the political stability depend on the endogenous variable used.
Finally, a sensitivity analysis shows that the insignificance of education reported in previous studies is due to the negligence of country specific skill effects in the empirical tests commonly conducted and should not be interpreted as falsification of Borjas' and Bratsberg's (1996) theory. 
